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of Certified Public Accountants, San Juan — November, 1958 
I understand that a l ively interest in this subject has been prompted by the fact that dur ing the last five years five national public ac-
counting firms have opened new offices in Puerto R ico . Therefore, 
there seems to be the thought in the mind of the individual prac-
titioner that these offices w i l l encroach upon his practice. H e also 
seems to feel that he is at a disadvantage wi th his clients because he 
is competing wi th the resources of the national firms. The individual 
practitioner raises other fearful and hopeful questions, such as these: 
Wha t advantages does a large firm have over the smaller one? A re 
there instances where the individual practit ioner can render better 
service than the national f irm? Is there any cause for fear that 
the national firms w i l l attract a l l clients, thereby eventually eliminat-
ing the individual practit ioner? W h a t is the feeling among bankers 
and other credit grantors? 
The able and confident individual practitioner, however, is seek-
ing answers to questions in a somewhat different area. H e is asking 
such questions as : H o w can I train, develop, and keep a good staff? 
Wha t must I do to keep up wi th current developments in the pro-
fession? H o w can I render better service to my clients? H o w can 
I obtain new clients? H o w can the individual practit ioner render 
service in the fields of tax planning, management advisory services, 
systems, business consultant? 
STATUS OF ACCOUNTANCY 
Now, I realize that in our audience today w i l l be a number of 
representatives of the national firms. Suppose I were to devote my 
talk to point ing out that the national firms have al l the advantages 
and can render much better service than the individual practitioner. 
On the other hand, suppose I were to put emphasis on the individual 
practitioner by attempting to prove to you that he can do a much 
better job than the national f irm. Perhaps our immediate concern, 
or at least my concern, should be "the rôle and survival of today's 
speaker." 
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COMPETIT ION A N D SURVIVAL 
Our subject might be approached from this angle: H o w can the 
individual practit ioner compete wi th the national firms as wel l as 
wi th other individual practit ioners? F i rs t , I should like to emphasize 
that there is not only room for both types of practitioner, but our 
economy today demands that we have both small and large firms of 
certified public accountants. A n d this would be just as true in Puerto 
Rico as it is in Pi t tsburgh, New Y o r k Ci ty , or any other city where 
business is being done by giant international corporations, medium-
sized partnerships, and sole proprietorships. 
Th is leads us into a vi tal area—competition. Certainly, we are 
not interested in discussing competit ion in prices. Our rules of pro-
fessional conduct prohibit competitive bidding, and furthermore I am 
certain most of us w i l l agree that our rates are generally lower than 
they should be where we render standard, high-quali ty service. 
In order to survive, the individual practit ioner must be more than 
an ordinary accountant. H e must, as a matter of fact, be more than 
an ordinary Certif ied Publ ic Accountant. Bu t no practitioner, be he 
doctor, lawyer, or even a member of a national public accounting 
firm, w i l l long survive if he is satisfied wi th doing an ordinary piece 
of work day in and day out. 
C H A N G E S I N A C C O U N T A N C Y 
Our literature today stresses the fact that the practice of ac-
countancy is undergoing some very important changes. W h a t was 
good enough today may not be enough tomorrow. A n y month you 
can read articles in The Journal of Accountancy, The Account ing 
Review, The Control ler, and other publications explaining how the 
publ ic—our clients—expects much more from their independent 
accountants than they once did. W e can no longer be just auditors. 
A n d this applies to the partner of a national public accounting firm 
as wel l as to the individual practit ioner. 
SERVICE D E M A N D S I N C R E A S I N G 
A t one time our clients seemed to be satisfied, or at least we 
seemed to think they were satisfied, to receive a routine audit, a 
stereotyped report, and a bi l l . Today our clients expect a lot more, 
and r ightful ly so. Whether we l ike it or not, our clients have placed 
upon us the burden of greater responsibil i ty. Today our clients 
expect us to give them continuing service and advice. They expect 
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to see us more than once or twice a year. In other words, if you have 
been in the habit of v is i t ing your client only at the time you need 
the data for preparing his tax return or for the purpose of reviewing 
the rough draft of the audit report, don't be surprised if he is disap-
pointed. Not only w i l l he be disappointed but he w i l l be dissatisfied 
to the point that he w i l l seek other accountants who w i l l give h im the 
k ind of service to which he is entitled. 
W h a t do we have in mind when we say that our clients now 
demand more, better, and continuing service? Or , perhaps we should 
ask, what do our clients have in mind? Before answering this question 
let us make one observation. Of a l l the outside groups that visit 
your clients, who has the greater entree—the privilege of entrance 
or admission—on a periodically recurr ing basis than you, the inde-
pendent auditor? If this be true, then is it not also true that the 
independent auditor is in an excellent position to observe the client'? 
problems that arise in the daily conduct of his business? Therefore, 
we must make the effort to observe our clients' problems and use our 
technical knowledge and professional ski l ls to help solve them. 
Let us start w i th this premise: Is the business as wel l run as 
it should be, or are the profits of the company what they should be? 
G iv ing serious thought to this question may lead us into various areas 
in an attempt to find the answer. M a n y of the answers w i l l be found 
within the broad scope of accountancy. I mention scope because 
there seem to be some accountants who feel I may be leading them 
beyond the call of our profession. 
ACCOUNTANTS' RESOURCES 
W h e n we attempt to measure standards of performance we cannot 
ignore the tools of the accountant, which include: budget ing; realistic 
or meaningful costs of product ion; a knowledge of distribution costs; 
reports to management and key personnel; and flow of paperwork. 
If we claim that accounting is the language of business, then we have 
the responsibil i ty for seeing to it that our clients are properly 
equipped. 
W o u l d you consider it an unfair question if I were to ask you, 
" H o w many of your corporate clients have invited you to a meeting 
of the Board of Directors or to an Execut ive Committee meeting?" 
If they have not, could it be that they are not interested in the audit 
report which, after a l l , is nothing more than a certification of historical 
facts? Could it be that they are more occupied wi th the problems of 
today and tomorrow? Could it be- -and this would be most unfortu-
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nate--that they do not realize that your knowledge of their business 
together wi th your technical ski l ls and experience could help them 
solve many of their problems? Large corporations natural ly have 
more ski l led personnel to help solve their problems, and yet they 
expect their independent accountants to share in this responsibil ity. 
They expect their accountants to br ing forth the knowledge they have 
acquired in solving similar problems. But the smaller manufacturer 
is not surrounded wi th a high caliber staff. H e , therefore, needs al l 
the sound advice that can be offered—and he w i l l , in the long run, 
be your most appreciative client if you w i l l render him the service 
to which he is entitled. 
I N F O R M I N G T H E C L I E N T 
U p to this point I have been referring to the client who expects 
and demands more constructive service and advice. A n d yet there 
seem to be a number of businessmen today, who are our clients, but 
who do not seem to feel this way about their accountants. They 
think that the auditor's rôle is to make up their tax return or audit 
their books and nothing more. Th is calls for a public relations 
program that can be put into effect by the partner of a national firm 
as wel l as by the individual practitioner. Th is type of client needs 
to be told about the many services the certified public accountant of 
today is qualified to render. W e don't have to call upon the public 
relations expert, w i th his radio and television programs, to sell our 
client. W e already have the client. N o w al l we have to do is convince 
this client that we can help h im save money and that we can help 
h im make more money. Y o u could not buy a better public relations 
program, because it has been proved more than once—a satisfied 
client w i l l turn more new business in your direction than any other 
source. Bu t under no circumstances should you take it for granted 
that al l your present clients are happy, satisfied clients. It is probably 
true that our clients are not l ikely to change auditors as readily as 
they may switch suppliers or others who render them service. Bu t 
it would be false security for an accountant to assume that al l his 
clients are satisfied. In other words, the approach calls for voluntary 
action on the part of the auditor. H e should take stock at once to 
determine whether he is rendering the best service he can in al l cases. 
Of course, perhaps it is even more important for the C P A to evaluate 
himself and his own organization to determine whether he is qualified 
to give sound advice and direction. 
56 
CREATIVE SERVICE 
1 mentioned that one way to make a client happy would be to 
tell h im how to save money and how to make more money. Th is 
approach obviously is quite simple. Bu t coming up wi th sound sug-
gestions is another matter. The answer, as far as many certified 
public accountants are concerned, could be: "Cont inu ing Adu l t E d u -
cation for the Certif ied Publ ic Accountant." A n d when we mention 
continuing education we should not l imit our th inking to recent 
developments in accounting practices and audit ing techniques. If we 
expect the business wor ld to hold us in high regard, we must take 
an active interest and develop our techniques in business manage-
ment and planning. I believe that we st i l l have too many clients who 
regard us as "necessary ev i ls" and not as creative advisors who can 
contribute to profits. 
T H E INDIVIDUAL PRACTITIONER 
W h a t I have said up to this point pertains generally, I believe, 
to al l practitioners. Bu t underly ing the topic under discussion today 
is this most important question, " W h a t can be done to make the indi -
vidual practit ioner a better professional man?" A s I stated earlier, 
our economy, our way of doing business, demands that we have both 
large and small firms of certified public accountants. Le t us then 
devote the remainder of our time today to an attempt to be helpful 
to the individual practitioner. M a n y suggestions could undoubtedly 
provoke hours of argumentative examination. 
PROBLEMS OF S M A L L BUSINESS 
Y o u may be interested in a study made by the Bureau of Business 
Research of the Univers i ty of Pi t tsburgh dur ing the two-year period 
1954-56. The study indicated that good times can be perilous as far 
as business operation goes. One reason is that in periods of prosperity 
some executives tend to become complacent. They overlook various 
dangerous management traps which are always ready to ensnare the 
unwary. The dangers are greatest in small business. 
In this study the Bureau was searching for the causes of bank-
ruptcy in the field of smal l manufacturing. Ten companies that had 
failed were checked in comparison wi th ten concerns that had been 
highly successful in similar lines. A l l the bankrupt firms were in 
lines in which the successful companies, otherwise comparable, made 
money—at the same time and in the same metropolitan area. The 
failures fel l into eighteen specific and avoidable management traps 
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that the successful firms had avoided. A l l of the bankruptcies stemmed 
from poor business management. Three kinds of poor management 
showed up repeatedly: 
Poor financial planning result ing from inadequate records. 
Poor sales management, including deficient product planning and 
market analysis. 
Poor general administration, culminat ing in expenses not covered 
by revenues. 
Another survey of small business in N e w England showed that 
65.9% of those interviewed had no budget. Th is must mean that their 
planning and control, if any, is by rule of thumb, and that they are 
accepting an unnecessary disadvantage in competition wi th better 
managed companies. 
A C C O U N T A N C Y A N D BUDGETING 
Budget ing is closely related to accounting, and the accountant 
has an indispensable part to play in the process. The C P A is the most 
readily available aid to the management of a small business that has 
no controller. 
But many C P A s do not understand modern budgeting theory and 
procedure. Before offering to help their clients in this field they wi l l 
need to do some studying. 
It w i l l undoubtedly take some salesmanship to persuade many 
small businessmen that they should embark on the mysterious proc-
esses of budgeting. Bu t once a businessman is shown how budgeting 
can increase profits, his resistance is l ikely to disappear. 
F rom the C P A ' s point of view, budgeting is highly desirable 
work. It is at the heart of the whole business operation. It leads into 
subsidiary problems of cost determination and standards, inventory 
control, work ing capital forecasts, and other matters in which C P A s 
may be asked to assist. Budget ing must be closely integrated wi th 
the accounting system. Best of a l l , it develops a close work ing 
relationship between the C P A and top management in an area close 
to management's heart—the production of profits. 
A C P A who acquires equal competence in budgeting has a great 
advantage over other consultants. Since the C P A already knows the 
client's organizational structure and operations, he can assist in the 
init ial development of a budget w i th min imum preparation. Even 
more important, since his audit work is of a recurr ing nature, the 
C P A w i l l be around periodically to help make the budget function, 
which can be even more valuable than developing it in the first place. 
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Gateway to Management Services 
A l l in a l l , budgeting seems the natural gateway for the local C P A 
to enter the fertile and largely undeveloped territory of management 
services. Of course, some C P A s may contend that budgeting is a 
managerial responsibil i ty and therefore beyond the C P A ' s province. 
These C P A s should remember that there are a number of C P A s who 
would be only too happy to help your client w i th his budgeting 
problems. 
RELATIONS W I T H BUSINESS C O M M U N I T Y 
One of the questions raised by your committee was, " H o w do 
bankers and other credit grantors look upon the individual prac-
t i t ioner?" In the A p r i l 1955 issue of The C. P. A . , John L. Carey, 
Execut ive Director of the Amer ican Institute of Certified Publ ic 
Accountants, made this statement: 
Loca l accounting firms sometimes lose clients who have to turn 
to big-city banks for financing. One reason is that big-city 
bankers, being human, l ike to have the audits made by 
accountants whom they know. One way to get to know big-
city bankers is to go to see them. 
Another way to be known is by reputation, and this depends 
mainly on the quality of work done. There is a fair ly wide-
spread belief among big-city bankers that small local account-
ing firms do not adhere to the highest audit ing standards. 
Th is is unfair to the great number of fine local firms that 
adhere to the best practices. Bu t the bankers point out that 
the larger number of qualified opinion and nonopinion reports 
come from smaller firms. Such reports, of course, are not 
necessarily in violation of generally accepted audit ing stand-
ards, but the bankers say nevertheless that they are not as 
useful as unqualified opinions. They would prefer to have 
the audits made by accounting firms that w i l l not accept 
l imitations on the scope of their audit. 
One way a C P A can improve his standing in the eyes of bankers 
is to persuade his clients to remove l imitations on the scope 
of his audits, so as to permit unqualified opinions on financial 
statements submitted for bank credit purposes. In this, local 
bankers should be w i l l ing to cooperate by urging their cus-
tomers who are also clients of the C P A not to restrict the 
scope of the C P A ' s examinations—as recommended by the 
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Robert Morr is Associates in the pamphlet F inancia l State-
ments for Bank Credit Purposes. 
C P A s who get acquainted w i th big-city bankers, and who can 
demonstrate that they adhere to the highest standards of 
audit ing, w i l l be doing a great service, not only to themselves, 
but to their clients, and to the bankers as wel l . 
A C C O U N T A N T S ' OPINION 
N o matter how wel l prepared and interesting your report may 
be, it loses much value if it contains a qualified op in ion; and a non-
opinion report in many cases is of very l i t t le value. W h e n a C P A 
renders a qualified opinion or a non-opinion report, he makes at 
least three people unhappy—the client, the banker, and the C P A . 
Usual ly , l imitations on the scope of audits can be removed if the 
C P A is w i l l ing to take the init iative in arranging for a frank dis-
cussion of the problem with the client and his banker. Joint meet-
ings of C P A s and bankers, and distr ibution of the pamphlet "Fo r t y 
Questions and Answers About Aud i t Repor ts" prepared by the 
Amer ican Institute of Certif ied Publ ic Accountants have been helpful 
in clar i fy ing the atmosphere in this area. 
PERSONNEL 
The January 1958 issue of the C P A contained two statements 
that conflict somewhat as far as the Puerto R ican C P A is concerned. 
The first statement is set forth in the form of a quest ion: "Isn't the 
key to the future of the accounting profession its abi l i ty to attract, 
to train, and to hold good men?" The article then goes on to point 
out what the larger accounting firms are doing in order to attract 
and train personnel. It goes on further by asking what the thousands 
of small accounting firms can do to solve the personnel problem, 
especially in the face of the increasing demands for scientists and 
engineers. It seems that the small firms must do what the large firms 
are doing, but do it cooperatively through the Institute and the 
state societies and chapters. A s far as the Institute is concerned 
a good deal of work is already being done. F o r example: 
The Institute has made available a recruit ing kit to state societies. 
Th is material is useful in attracting high school and college 
students to the field of accounting. 
The Institute's personnel tests are available, but few local firms 
use them. 
A course is available through the Institute for internal staff 
training in small firms. 
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W o r k has been started on material to be used in training juniors, 
which might be given on a cooperative basis by local f irms— 
perhaps wi th help from universities. 
The Institute has already issued a number of booklets as part 
of its project "Economics of Account ing Pract ice." Most of 
these are directed to the smaller practitioners. Those issued 
to date a re : 
Incomes of Pract ic ing Certif ied Publ ic Accountants 
Smal l Business Looks at the C P A 
The Diff icult A r t of Sett ing Fees 
Gett ing and Keep ing Good Staff Accountants 
Contro l for the Effective Use of T ime. 
Obviously, and as I am sure most of you know, these are just 
a few of the projects sponsored by the A I C P A for the benefit of the 
small and large practitioner. Bu t now I come to the point that I 
have difficulty in reconci l ing wi th these projects. In the same issue 
of The C P A is a tabulation of C P A s in professional societies as of 
August 31, 1957. Th is tabulation shows that as of that date there 
were approximately 57,500 C P A s in the continental and non-con-
tinental Un i ted States. Approximately 37,800 or 65.7% of them were 
members of state societies, and 30,300 were members of the A I C P A , 
or 52.7% of the estimated total number of C P A s . Scanning the 
tabulation further, I found these figures wi th respect to the Puerto 
R ican C P A : A s of August 31, 1957 there were an estimated 292 
C P A s in Puerto R ico , of whom 267 or 91.1%, belonged to the Puerto 
R ican Institute of C P A s . Y o u can be just ly proud of this record. 
However, continuing wi th the tabulation we find that only 61 Puerto 
R ican C P A s were members of the A I C P A , or 20.8%, which is con-
siderably lower than the total average. If we agree that our national 
organization is doing a commendable job, and that every profes-
sional C P A should be a member, it seems to me that much work 
along this line must be done in Puerto Rico. 
I am not here today to sell memberships in the A I C P A , nor 
w i l l time permit me to enumerate al l the advantages of belonging. 
But I cannot resist the temptation to mention one recent develop-
ment. A t its spr ing meeting this year, the Counci l of the Institute 
appropriated $50,000 to start an ambitious program for t raining staff 
accountants in smaller firms, and for provid ing professional courses 
for pract icing C P A s generally. N e w materials for continuing edu-
cation w i l l be developed; teachers w i l l be recruited and t ra ined; 
state C P A societies w i l l be assisted in sponsoring the courses. The 
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program w i l l be self-supporting. A separate division of the Institute 
to handle this work is envisaged. 
SPECIAL SERVICES 
M a n y an individual practit ioner feels that he is at a disadvantage 
in competing wi th national firms because the national f irm w i l l have 
a separate department for managment advisory services, tax experts, 
and operations research. But unless the partner or principal respon-
sible for the engagement takes it upon himself to become aware of a 
client's problems, there wi l l be no need to call in the experts for 
special services. In other words, if the in-charge accountant brings 
into the office a typical set of work ing papers which w i l l be the 
supporting evidence for his audit report and nothing more, and the 
partner or pr incipal only visits the client to review the rough draft 
of the report, it is obvious that an opportunity to render additional 
service to that client has been passed by. 
A s I stated earlier many practitioners must change their attitude 
and approach to an engagement. O n the other hand, many practi-
tioners have been active in the field of management services for many 
years—they have been creative advisers who have contributed to the 
profits of their clients. Bu t what about the individual practit ioner 
when the term "management services" encompasses the fo l lowing: 
T ime and motion studies; production planning and contro l ; material 
handl ing; packaging methods; market analysis? 
W e would probably all agree that a specialist would be required 
to render services in these areas. The Committee of the A I C P A on 
Management Services by C P A s has stated that there are various ways 
in which the C P A can handle a case in an area where his own quali-
fications are not completely adequate: 
H e can assign the work to someone on his staff who is qualified, 
provided he feels capable of supervising or evaluating the 
specialist's work. 
H e can advise the client on the use of other professional and 
technical consultants and can often express an informed and 
useful opinion on conflicting recommendations such as those of 
various bookkeeping machine manufacturers. 
H e can work out a plan of cooperation wi th other accounting 
firms whereby each contributes its own specialized resources 
to unusual problems. 
H e can improve his own qualifications by studying or taking 
additional training in some specialized field. 
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A l l pract icing C P A s are famil iar wi th what is commonly known 
as an internal-control questionnaire. A n d every set of work ing papers 
w i l l contain the required information in some form. It may be either 
in narrative form or in check-list form, or a combination of the two. 
But I wonder how many sets of work ing papers would contain what 
might be called a business man's survey, review, or questionnaire. 
I would not necessarily prescribe a printed questionnaire that could 
be used for al l businesses. A s a matter of fact, it might be desirable 
to tailor-make a questionnaire for each client. T ime wi l l not permit a 
l ist ing of all questions that might be asked in a questionnaire of this 
type, but the fol lowing questions w i l l give us an idea as to what 
I have in mind when I talk about the business man's approach: 
W h a t are some of the company's problems? 
H o w did the results of operations compare wi th the industry? 
If this were my business, how could I make it more profitable? 
Wha t are the pr incipal products and by-products? 
Do we know which products produced a profit or loss? 
H o w did actual operations compare wi th the budget? 
What k ind of internal reports are prepared: 
A re they adequate? 
Are they al l used? 
Does someone in the organization make an analytic review on 
a current basis? 
Does the company really know its costs? 
Has the flow of paperwork been evaluated in recent years? 
Has internal audit ing been considered lately? 
SURVIVAL 
Over the years many an individual practit ioner has merged his 
practice wi th that of other individual practitioners. There are, of 
course, many obvious advantages in considering such a serious move. 
But in order to meet today's demand for special services, it seems 
that the individual practit ioner should reconsider such a merger. 
A three partner firm, for example, would permit one partner to con-
centrate entirely on tax matters. The second partner would train 
himself to become expert in the field of management advisory services. 
The third partner would handle audits and would be responsible for 
general administration of the practice. Th is does not mean that each 
partner would devote his entire t ime to his specialty only, nor should 
he divorce himself from the other phases of the practice. 
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CONDITIONS FOR SURVIVAL 
W i l l a firm of this size survive? Yes , if the firm continues to 
make itself competent to serve its clients by continuous effort to 
improve its techniques, its staff, its ethics, and its reputation for 
top-level work. Bu t it w i l l not survive unless the partners make 
adequate provision for the continuation of their f irm by developing 
staff members to the point where they can be admitted as partners. 
The administration of an accounting practice should not be a hap-
hazard duty relegated to those moments when the partners think they 
wi l l have the time to devote to it. 
C O U N S E L FOR SURVIVAL 
Time is now drawing to a close, so we w i l l not be permitted 
to discuss all the suggestions that would be helpful in making us 
all better practitioners. If we were to outline al l of the suggestions 
that have been discussed by practitioners al l over the world I am 
certain we would end up with several volumes of good advice. Fo l low-
ing are a few thumbnail sketches of other suggestions that deserve 
further consideration in our discussion of the rôle and survival of 
the individual pract i t ioner: 
The continuing examination approach to audit ing may have some 
merit in certain cases. 
Meetings wi th bank officers and other businessmen in connection 
wi th new tax legislation should be encouraged. 
Consider an Emergency Assistance P lan . A plan of this type 
has special interest for the individual practit ioner in the event 
of serious illness or death. 
Develop the dictating-machine habit. 
Take a course in learning how to read faster. 
Reconsider the material you are now reading on a daily, weekly, 
and monthly basis. 
Get to know your fellow practit ioners—both large and small. 
Participate in accounting study conferences, practit ioners' forums, 
smaller manufacturers' meetings, etc. 
P lan your work ahead in order to minimize overtime. 
ACCOUNTANCY'S CLIMATE 
I should l ike to conclude my talk by setting forth certain thoughts 
that should permeate our atmosphere: 
The interest of the public that we serve must be our first con-
sideration at al l times. 
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Our way of doing business demands that we have both small 
and large firms of competent practitioners. 
In order to coexist, al l practitioners must regard each other as 
contemporaries, not as competitors. 
Fo r the true professional, education is a cont inuing process as 
long as he lives. The accountant who has received his C P A 
certificate, the lawyer who has been admitted to the bar, and 
the full-fledged M . D . who has completed his internship are a l l 
rather natural ly reluctant to go back to school. Nevertheless, 
growing complexity and specialization in al l of the professions 
have created a need for more or less formal postgraduate 
training. 
W e must constantly strive to raise the professional stature of a l l 
practitioners, whether large or smal l . B y so doing, we shall gain for 
our profession—one of the youngest and fastest growing in the 
world—an ever-increasing measure of the public's respect. 
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